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Harry S. Truman Library

Independence, Missouri 64050

March 28, 1986

Mr. Lee S. Strickland

Information and Privacy Coordinator
Room 1107, Ames Building

Central Intelligence Agency
Washington, D.C. 20505

Dear Mr. Strickland:

As a follow-up to a telephone conversation of this date
between @f the CIA and Dennis Bilger of our
staff, we are sending you a copy of a report by Colonel
Richard Park, Jr., written in 1945, investigating the 0SS
(Office of Strategic Serxvices). said he needed this
copy for his files and he asked Mr. Bilger to mark in pencil
the portions of this report which are still classified. Mr.
Bilger has done this. Would you please give this report to

‘for his files.,

Sincerely,

B H L1

2o, “BENEDIZT K. ZOBRIST

Director
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i o .. MEMORANDUM FOR THE PRESIUENT:

Attached hereto is my report on actiﬁities of
the Otfice of Strategic Services in three parts and three

appendices as follows:

Part I Introduction

Part II - Sumnary and Conclusions

Part III

Recommendations

Appendix I

Information regarding the 0.S.S.

Appendix II - Compromise of the 0.S.S. to Foreign
Governments.

Appendix {II - Possible Postwar Uses of the 0.8.8.

RICHARD PARK, J k.,
Colonel, GSC

s ik e
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PART 1

intyoduction

The day the late President departed for Warm Springs he
authorized me to make an jnformal investigation of the Office
of Strategic Services and report on My findings and conclusions.
Certain information had been brought to his attention which made
such &n jnvestigation both timely and desirable.

Information contained in this report has been gathered in an
informal manner and from personal fupressions gained on & tour of
the Itelian and Western Fronts., It seems logical to assume that
much more information of é similar nature might be obtained by a
detailed investigative process. Sources of information are being
withheld from this paper with the thought that they should be pro=
tected if this document were used as evidence in an open investiga-
tion. Incidents given can either be substantiated or at least

checked by reference to names, places, dates and other details.

/ Gop PITHA4L
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PART II
Summary and Conclusions

From the evidence on hand most of which is in three annexes,
the following summary and conclusions are presented:

1. If the 0.S.S. is permitted to continue with its present
organization, it may do turther serious harm to citizens, business
interests, and national interests of the United States.

2.  The security of the 0.S.8. which should be above question
is poor, both here and abroad.

3. Poor organization, lack of training and selection of many

incompetent personnel has resulted in meny badly conceived, over-

lapping, and unauthorized activities with resulting embasrassment
to the State Department and interf=rence with other secret intelli-
gence agencies of this government. General MacArthur even refuses
to allow the 0.5.5. to operate in his theater. The State Department
likewise refuses to be responsible for the O.S.S. in countries where

the State Department is accredited.

b It appears probable that many improper persons have pene-
trated into 0.5.S. - some who cannot handle themselves, some with
questionable backgrounds, and some who may be plants for foreign in-
telligence and counterintelliigence agencies. The Communist element in
0.5.8. is believed to be of dangerously large proportions. This will

be revealed by a thorough investigation.

et

5. 0.S5.8. 1s hopelessly compromlsed to forelgn governments, par-

ticularly the British, rendering it useless as a prospective independent

postwar eqplonage aﬂency. Further ouestlonlng of British intelligence g
Lpﬂ?‘“" R T L T —_— o e . I " f
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authorities will evince nothing bub praise pecause the 0.5.5. 1s 11ke ‘\\
putty 1n their hands and they wnuld'be reluctant to forfelt a good tool.,

b. If the 0.5.5. 18 1nvest1gated after the w;r it may e351iy |
prove Lo have beed relatively the most expensive and wasteful agency
of the government. Wwith & $57,000,000'budget, $37,000,000 of -which
may be expended without provision of law governing use of public funds
for material and personnel, the possibilitieﬂ'of waste are apparent.
There are jndications that some official investigation of 0.5.5. may
pe forced after the war. IU is pelieved the organizatlon would have &
gifficult time justifying the expenditure of extremely large sums of
ii meney by results accomplished.

7. Last November, General Donova; made a proposal for the or-
ganization of a new secrel world—wide intelligence agency whieh would
control all other UsSe intelligence agencies. There have been suggestions
that this proposal was motivated by nis personal ambitions. It has all

the earmarks of a Gestapo system. This plan was subpitted to the JCS

who referred it 1o the JIC. While the matter was still under considera—
tion by JIC this plan and an alternate one, prepared by JiC, vere pub-
lished verbatim in certain newspapers. I£ is reported that one of two

! i warring factions in 0.8.5. was responsible for releasing this very se-
cret material to the newspapers. Much unfavgrable press and Congressional
S comment resulted. On March 6 the JCS placed Donovan's plen in deferment.

| g, A1l of the activities of the 0.5.5., however, have not been
nermful. There are elements and person nnel that can and should be sal~
vaged. It has perfonued some excellent sabotage and rescue work. 1te

Research and Analysis section has done an outsbanding job. These have been
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. Recommendations

1. It is therefore recoumended that General Donovan be re-
placed at the earliest possible moment by & person who shall be
recommended by the Joint Chiefs of Staff, and who shall be in-

i structed by the Joint Chiefs of Staff to re-cxamine the organi-
zation with the end of weeding out personnel and other elements
of the 0.S.S. detrimental to the interests of the U.S.

2. Tt is recomiended that useful elements of 0.S5.8., such
as the Research and Analysis Section and certain valuable individuals
be retained either temporarily in the 0.5.5. or transferred to soﬁe
appropriate agency; €.&., State or G-2.

3. It is recommended that the 0.5.5. confine its activities
to the present theaters of operation and that, as these areas are fur-
ther limited, their operations should be correspondingly curtailed.

4. It is reconmended that, although a world-wide secret intelli-
i gence coverage for the benefit of this government in the postwar per-

i iod is necessary, a new agency with such superstructure as Donovan
proposes be vetoed in favor of an organization along the lines of the
cne now in operation in the Western Hemisphere in which Precsident
Roosevelt appointed the Directors of Military Intelligence, Naval In-
telligence, and the Federal Bureau of Investigation to cooperate. Such

a plan however should have the appeval of the JCS, FBI, and others

whom the President sees fit.

2ot (Cap T I DERTIA
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APPENDIX I

Information Relative to the 0.8.5.

As background material for incidents to be mentioned, & brief
gtatement concerning 0.8.S. training should be helpful. #Mn analysis
of available data on the 0.5.5. training system reveals a basic lack
of experience among jts organizers who werc evidently unequippéd *o

assuue the responsibilities given them, A5 & result of failure to

|
»
i
.
i3

benefit by tested training procedure in esteblished intelligence or-

i o i

j genizations, the effect of inadequate training methods and lack of
experience multiplied as the organization expanded, even to‘the extent
of largely neutralizing the abilities of a few men who were known to
be sble and experienced. This situation extended to the lower, end
very important, rield echelons where wfortunate incidents proving em-
barrassing to this Governmen® and’its apencies, such as the State De-
partment, have occurred in such froqusncy Aas to indicate a serious
jack of training for the duties involved. Such attempts at treining as
were made were crude end 1oosely organized.
(E) Training of personnel for espionage and sabotage in foreign coun-
tries has involved efforts to gain access to restricted areas here (in
-:' some cases reportedly fraudulently employing the pnrestige of the office
of the President of the United States) which has resulted in considerable
investigative attention on the part of other Federal agencies charged
with the investigation of subversive activity. This took valuable time
away from investigution of matters more important to this country. 4n
unorthodox attempt in 1942 by 0.5.5. to acquaint its traineces with expion-

age teclnique was responsible for the launching of en intensive 8py hunt
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by the F.B.I1. In another instance, in 1943, the combination of a
"practical training problen" and an anonymous letter gent by an 0.3.5.
employee could easily have resulted in gun play and needless injury
or loss of life.
v Oripinally, and when it was nost important, many field personnel
OF U eie wordy sent for Lrwlndng, i doruen Urddar Gl Pablde el Yl pea
fectly open G-2 school in the Pentagon Building. These people had
their pictures taken in various group photographs with their real names
listed. These photographs are not ciassified and probably could be ob-
tained easily by any foreign intelligence or counterintelligence agency.
It appeuars that no special security messures were considered nocessary

by their superiors.

o

An 0,8.S. psychopathic training and test camp was maintained at a
country club in ncarby Virginia. The staff consisted of fowr highly
paid doctors who processed twelve students at a time in a three-day test
called a govermment clessification test, It is understood that the main
purpose of this school was to subject a man to liquor tests to see how
he would resct to drinking. A person who apparently is going to be tested
is on his guard and his reaction to stimulants under known observation is
not likely to prove much. Egiigiig German,ﬂﬁrsﬁghiiand other American
intelligence agencies make such tgsts under actual conditions and in mixed
compeny to discover the individual's unguarded reactions to both liquor and
women. Psychopathic tests given in an isolated spot seem wu useléss waste

of money.

D Before leaving the subject of this schoo] it is worthy of note that

viep 0t o o

among the doctors commected with it were %wo German refugees, one ofl
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Do A specific instance of failure of drinking tegts is the case °f73§E9 '
‘E§§E§} sn 0.5.5. agent, in Medrid. He became intoxicated one night and
told many people he was departing the next day for German~occupied France
as an agent Tor the wy.S. Secret Service." This was reported to the U.3.
Embassy in Medrid by the Spanish police and other persone and a check-up
proved the story. A cable from Madrid received 10 April 1944 includod
the story above, gtated further that the Nezis were said to be aware of
all his activities and that our Ambassador wished him recalled at once

for security reasons.

|=

It has been reliably reported that there were two 0.5.5. under-
cover camps and.finishing schools located some 15 miles from Vashington.
One of these was an estate in lonkton, Maryland. A supposedly secret
lease was arranged for but it wns peneral ¥nowledge throughout the country-
side that the U.5. Government ﬁeld the lease from 1941 until its termina-
tion in August, 194%. After being started by & Pr. L. H. (Colonel) Beker,
"pentagon" Building, the school was turned over to & Dr. Enders, a col-
lege professor. The experience of Dr. Enders in the field of secret in-
telligence is unkmown. The secrecy of this school was further compromised
by & digagreement between 0.5.S. and the owners of the estate after the
former had 160 acres of Blue Grass dug up and sold to lundscape architects
without paying the actual owners thereof who tried to collect. 0.5.5.
representatives stated that no one can Sue the goverument without permis-

sion and that since the originel lease and the school were gseoret, national

security prohibited the owners from teking any sction.
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F A further example of lack of training is the case of a prominent
businessman who was sent to unoccupied France and circulated between
unoccupied and occupied France. e received no training or instruction
of any kind. Due to his business experience in Burope he soon discovered
that the 0.5.S. was making many mistakes with regard to procedure and

security in Portugal, Spain, and France. He raported some of the out-

standing of these. Eln additlon he refused to be domlnﬂted by tne Brltlsh S

S raatans et e ST JR—
o e

oot ., Ao »wuﬂ“‘
{ \wf France.g'fhe net result was that he waes recallad and dismissed from
s : ana d :

i

0.8.5 wkSubsequently he lenrned that the British had subtly caused doubts

as to his loyalty to arise in our London Embassy so that he could no longer
| circulate even in the western_ﬁemiqphere,as,thare was & check against him*,J
.at all ports of‘ggit*i It required approximately a year for him to clear

his record.

{q]

Proof that training has not improved with time can be fourd in case
which occurred in the latter part of 1944. One lenry T. Robertson of e
Bombay cotton firm was the 0.S.5. representative of the X-2 {counterintel-

ligence) section in Bomﬁay. He was so ignorant of his duties and the re-

quirements of his position that he asked advice of various persons there

%. on what to do and how to do it. ‘Furtherﬁoro he nctually tried to enroll \

|
; British subjects as agents for the 0.8.8. in India. Documentary proof of X
\
i the latter is available in the form of a photostat of a letter from Bombay \

H

H authorities to Robertsdn, s U.S. citizen, calling his attention to the fect
\that "pmerican Intelligence” cannot enroll or enllst Brltlsh subaoct ex-

g i e BT L St = . -
‘cept through regular channels. thlS is a "1d1culou% situa*tion for & sun—

R B RS . o e oo

posed secret 1ntelllpence operative to pluce nimself. Adequate training
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might have prevented this.

je=t

0.5.3. agents in enemy country are trained in end use the one-time
literal pad system. Experienced gecret intelligence people do not ap-
prove of this systen as it not only definitely compromises the agent
carrying the pad on him if captured but also affords the enemy an oppor-

tunity to break in on the system by giving him possession of the kevs.

§ Most secret intelligence agents and agencioes use other cryptographic metheds,
; © +the keys for which are based on memory or standard books and present the

‘ minimum chance of either jncriminating the agent or falling into the hands

of the enemy. Some of the 0.S.8. cryptographic aids and instructions have
been lost in the field by its agents and subsequently recovered. Had they
fallen into the hands of the enemy they might well have compromised meny

0.8.5. ngents as well as the success of their operations. Competent auth-

ority hns stated thet most of the 0.3.5. cryptographic systems in the
Balkans were known to and read by German Intelligence.

! (E) The record of 0.5.8. personnel in Portugal has been described to an

| official of the U.S. Goverrnment as appalling. 0.S.S. personnel were re-
ferred to as being especlally poor in investigative and intelligence X~
perience and as prone to engage in exceedingly foolish and expensive activi-
ties actually dangerous to our foreign policies. The reportsof 0.5.5.

were said by this official to contain mainly hearsay and inaccurate ob-
servations of untrained and inexperienced personnel.

Investipgative processes of the 0.5.3. also seem worthy of scrutiny.

e

The first security officer of 0.5.S. was a Colonel Ellery Huntington,

a former corporation lawyer with no intelligence 6xperienca. It is seid

D
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that, at the time he was appointed to this position immediately after

his commissioning and enrollment in the 0.5.8. from civilian life, he

did not know even the definition of security. In addition to security chseks,
via 0,N.I., M.I1.S., F.B.I., and State, or somstimes ignoring these channels,
he assigned security investigations of candidates for the 0.S8.S. to vari-
cus civilian detective agencies in the U.s., particularly in llew York City.
Some of the investigations by these agencies were conducted in a highly
inefficient manner despite the fact, according to Col. Huntington, they
cost the 0.8.5. $500. per head. An- example of one of these costly but in-
efficient investigations is the cause of an individual who was approached by
8 representative of a private agency in New York. This man stated he had
been assigned to investigate the prospect and that he would like to get the
whole story of his life, The agent had in his possession the prospect's
application form with references, former employers, etc., but said he would
like to £ill out his report from what the prospect gave him since he had
already received a favorable impression from one or two persons he had ad-
dressed on the subject previously., The prospect complied with his request
and the agent turned in his report clearing him on security,

Present methods of investigation have chunged hut are hardly more
efflclent though probably less costly, iﬁ?idently Dun & Bradstreet A;nc.,//
{jér;g;alned by 0.8.5, § They are well lmown in the mer;;ntlle field but
can hardly lay claim to investigative ability along detective, intelli-
gence, or security lines, Apparently they have streamlined their investiga-

tiens whereby thev have telephone conversations with some 27 references

given by any candidate for a position with the 0.5.5, & stenographic trans-

Declassified in Part - Sanitized Copy Approved for Release 2014/01/23 : CIA-RDP93B01194R001200140008-5
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seript is made of the conversations. Based on these, and these alone,

a report is made on the security of the candidate.

{

An example of an UNNecessary investipation due to inefficiency is
the case of a naval officer with two years of OVerseas service who had
received the Purple Heart and who had previously worked for the 0.3.5.
in the Turopean theater in 1945, who wéé“}‘5‘3?1\?55'%135\{:;3“%{D{{im & Drad-.

-

\ treet after he had been hospltalized and returned to the U.S.

e s F

} M From & standpoint of econamy it seems probable that the rlchest
and largest intelligence agency of the U.S. Government should, if properly
organized, be able to conduct its own investigations with its om person-
nel at less cost to the taxpayer then through private agencies working on
o profit basis.

N Dospite the large sums of money spent hy the 0.8.5. for investiga-
tion, in addition %o the four-way security check nvailable through M.I.8.,
0.N.I., F.B.I., and Stats, gecurity checks do not seem tu have been of
primary jmportance in accepting candidetes. There are cases where personal

animosities on the art of 0.5.5. princil als have prevented their accepting
P P P P p B

qualified persons even though their security check was beyond question. On

! the other hand, friends and acquaintances of persons in ¢.5.8. have been

admitted without question. These have included members of United YNatlons

who were doubtless loyul insofar as being anti-Nazi, but whose presence and

penetration into 0.8.8., nullify future uses of €.5.8. after the war as these

e AT AR A A

; P"“—-‘“_ "l;
! persons are subject to loyalty to thelr onn countrles.f An instance of th1°«

e et [

1 occurred when & Chief of the Code Room of & United Nation's Embassy, which

by

I e R R

i was closed after that country wag overrun by the lazis, was talzen into the/

Decl i Code Room of the O. Sﬂaj . _
e
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There have also been instances whers individuals with police records,
which an efficlent check would have revealed, have been accspted. A
specific example is one John Torok who was certified to as being a member
of the 0.5.8. to various prominent Hungarians in the U.S, by a Col. Arm=-
strong of 0.,5,5. It was later denied that Torok was a member of C.5.S.
Regardless of the merits of this, he frequently interviewed prominent
Hungarians in this country and tried to enroll them in ‘the 0.5.5. le made
various claims as follows: +that he was & friend of then Vice President
Wallace; that he was in charge of Hungarian affairs for the 0.5.5.; that
he and Armstrong, working under General Donovan, Hugh Vilson (former Am=-
bassador to Germany), and John Wiley (former U.d, Minister to Austria),
desired to form Hungerian sabotage groups; that the $.5.5, desired to mansuver
themselves into the politics of Central Lurops; that the 0.5.5. intended to
parachute agents into Austria and Hungary; and that the 0.3.5, desired to
pattern a popular front in lungary. These facts can be proven and are
known to the State Department, Hié record indicateé that in Pittsburg he
is alleged to have mulcted some well meening people of funds in a com-
binedireligious and real estate deal. IHe is believed to have been prose-
cuted for fraud‘and emhezzlement, Later in Long Island he is alleged to
have disposed of fake paintings to artisticaliy unsophisticated people
by a "front" which consisted of a large house and some very valuable ori-
ginal paintings which he borrowed from former art contacts of his. Another
source has indicated the existence of a criminal record. His activities

on the part of DBolshevism in Hungary in 1918 were not of a nature to leund

confidence in his record,

Declassified in Part - Sanitized Copy Approved for Release 2014/01/23 : CIA-RDP93B01194R001200140008-5
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intelligence and investigation of personnel is illustrated by a
! cast in late 1943, One V, Prifti, listing a Washington, D.C., re=-
turn address, corresponded by letter with a Peter Lumi in Greenfield,
Mass., offering him employment of an unspecified nature with an un-
named organization in Washington. Lumi did not know Prifti althowh
the letters were in a personal style. After an offer had been made
for Lumi to come to Washington, expenses paid, for an interview, he
reported the facts to the F.B.I. in Boston because he felt this was
a peculiar way for an absolute stranger to do business. Investigation
revealed that the return address was a Post Office Box rented by the

0.8.S. and that Prifti was an employee of the Latin Section of 0.5.8.

(o

A more recent example is a case which occurred in January, 1945,

when‘:} Major E. D, Parsons bf the 0.5.5., New York City, contacted

an individual in an American business firm with an interﬁational bus-
iness, saying he had obtained the individual's name from the list of
members of a club. Without further preliminuries, he asked the individ-
aal if he would be interested in a foreign assignment for this country;
explained the 0,5.5. workings in detail, the type of operation involved
explaining that it was for the postwar period and to spy on some neutral
country as the U,S. would have to protect itself against all countries
after the war. Such an untactful approach with utter disragard of se-
curity on such a delicate subject without investipation (ﬁhich definitely

had not been conducted) is difficult to understand.
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Further examples of poor investigation follow:

[t H. Heas, French born citfzenﬁvoperated as an 0.5.5. agent

NI Kbty o i B

| o

in Spain and later went to Paris., le claimed both in Lisbon and Madrid
that he was a member of the F.,B.I. not the O.S.S. lle was a close friend
and assoclate of a well-known French Collaborationist. In December, 1943,
both he and his friend, at a dinner attended mostly by Frenchmen, spoke
violently against the British and the U.S. The F.B.I. stated thaf’ﬁﬁas “3
was not connected with him but that very often 0.S.8. apents have claimad
to be F.B.I. men. An investigation in New York.revemled that, prior to

his departure for Europe from the U.S.,[ﬁéméiﬁimed to bé a member of the
e e oo i o -MM

1 rench Secret Serv1ce. His personal reputation in New York is not favor-

able, lie does not seem to be a person who should represent the U.S. in

any activity, particularly secret intelligence,

i

2. {?ans F Benhard.was in the employ of the 0.5.5. as a secret

B e it

jta

agent., At one time he was employed as an agent by the Germans and he

may 8till be. The Viestern Defense Command considered him dangerous, un-
reliable and untrustworthy and thought he might be easily influenced by
financial considerations. It recommended that he be d*smlssed by 0.5.38.

S R

end interned. In 1943, he was working%gqiﬁaﬁggiﬂiqiimg}gnt 1n 01ev61;:E"}
| T Se In 1943, an Army colonel was given a key job in 0.S.5. by Gen-
e eral (then Colonel) Donovan. This colonel had been relieved fram G-2 and
the General Staff Corps for a flagrant violation of security which in- |
volved G-2 and the State Department Despite this not only did the 0,S.S.
employ him but also assigned him to a task which brought him intoc contact

with the State Department classified material,
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(H) 4. Another representative of 0.5.8., Ehmuel Macﬂaﬁghfﬁﬁ} was

assigned for varying periocds of time to the Canary Islands and Spain.
He has been described as & chronic drunkard and publicly indiscreet
in his behavior.

(Y) 6. In the latter part of 1942 the dubious activities of\a Britlsh

ot
‘subJGct by tho name of Mrs. Laurie ﬁhaggzmalias Margaret Blackg viere

et A AT 75 WS

called to the attention of another intelligénce agency in the U.S. 4An

investigation disclosed among other things that she had been erployed

f/;§<British on some shady intelligence work appurently in connection with

e et A

~the U.S. Navy, and gtill was in close touchvw}thbgﬁﬂritiah‘Egggl}igence’j
%Offiqggjin Yew York; further that she had two passports in her possession,
*“3ne showing she was & Brltish subject with residence in England and the {
% other indicating she was a Canadien citizen with resldence in Canada.i“dj
She was employed by the C. 5.3, for "investigative" work in this coun;fy
The 0.5.5. at first denied the employment of the woman but later ad-
mitted it and attempted to justify it by saying it was in connection with
certain allegedly "guthorized" activities in Burope. In 1943 arrangements

were made 80 that; upon her departure on & Spanish vessel for Lisbon, a re-

entry visa would be denied her.

{=

The liberalness of the 0.5.S. in its expenditures of public funds
has caused much comment. ¥With a $57,000,000 budget, $37,000,000 of
which may be used without provision of law covering expenditure of funds
for material and personnel, there obvioﬁsly is & wide margin of error for
distribution of funds.

X Civilian persomnel in many cases have been guaranteed at least the
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same salary they had in civilian life, regardless of the job they may
have. One instance, that of a Mrs. Frances Tlatts Steyens; involved a
salary of about $4,000 (just & little under thut of a colonel) for no

purpose that she could swe. OShe was of fered a jou as receptionist af-

ter a period of doing nothing.

|~

A check of the Civil Service Commission would probably reveal that
there were a greater number of jobs paying $8,000 per year and over in
the 0.5.S, than in any other govermmental agency, particularly in com-
parison to its size. The salaries and per diem paid to its field per-
sonnel are well out of proportion totthut paid to members of other in-
telligeﬁce agencies, both #merican and foreign., An example of this is an
executive of an American company who was recently offered in New York a
base pay of $5600, overtime pay of $600 and a living allowance of $3240
;  or a total of $9440. In addition he would receive $7 per diem plus ex-
| penses when traveling. He had been an important foreign executive of
his concern for many years, handling a sizeable organization and millions
of dollars of business and yet had not been paid that much. Naturally he
was interested in the offer which placed his company in an embarrassing
%% position witﬂ the government in wartime offering their man more than they
i :paid him.in peacetime, |

In another specific example, an offer was made to a businessman

|0

whereby he could go abroad and engage in some of his business. At the
seme time if he would work for the 0.5.S. he would be compensated at the
rate of about $5600 per year plus living expenses and per diem, sometimes

$12 per day, plus entertainment and extraordinary expenses.
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(Ah) There are numerous reports of the liberalness of the 0.S.5. both
hore and abroad. In Portugal business people had & joke to the effect
that when one saw all of the Portuguese people on the stroets in a hap-
py freme of mind, it was because it was pay day for 0.5.9. informants.
’Experianced Army offloers are agreed that the 0.5.5. is a good deal more
1ibora1 than the Army both in respect to air travel and expense accounts.
A study of the payrolls and expense accounts of the 0.5.5. gshould furnish
adequate proof of high payments and waste when compared to those of the
Army and Navy.

Fr The monies spent in the field, and also in New York, for entertain-

ment has attracted a good deal of attention. In Turkey, particularly in
l Istanbul, reliable bvanking sources report that the 0.,0,5, spends some
$20,000 to 430,000 per month on parties and entertaimment. While this

would be difficult to prove, it is believed that an affidavit might be

b A i i b s i

obtained from saméone who had access to banking records. However, this
would be dangerous to the person involved and also to the 0.5.5.
GG ' Members of our legation in Stockholm can verify that large sums of

money are spent by the 0.5.5. for parties and enterfalnment theti;//Fm‘“\

+ e ST

relisble report from Stééiﬂalm stated that thare ure cases where Norwe-

gian agents working for the British in Norwey are paid by the 0.5.5.

Further, that in early 1944 some of these agents were approaching promi-

H
¢
1‘
i

nent Norwegiens with respoect to thelr reaction of having Norway join the ;

Britlsh Ccmmonwealth J}

) R 91y < rpa e BTN
p——E AR

s s O

(22) In Bonbay the 0.S5.5. desired to gain friends among Allied Intelligence
agencies in Bombay and "threw a big porty." As too many guests had been
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invited for the hotel suite which had been engaged for the purpose,
the 0.S.5. office was utilized. The party was evidently a real orgy
88 source reports no work was performed at the office for the follow- -
ing three days. This same source stated that on one occasion 0.8.3,
imported into India approximately $25,000 worth of liquor which they
handed out freely in an attempt to gein information from Allied Intelli-
gence agencies who evidently héld the 0.5.S, in utter contempt and would
not give them any data except in exchange for 11quor hosiery or.lipsticks.
(CC) | Late in 1943 a representative of the 0.8.5. reportedly approached a
Weshington widow possessing unusual social connections and background and
employed in a government agency at a selary of $600 per month. The rep-
" resentative proposed that she lease a large apartment and undertake an
extensive program of entertainment in an attempt to gain information from
individuals whom 0.5.5, would ask her to invite to such parties. She was
told that all expenses would be paid, including rental of the apartment,
8 suitable wardfobe, cost of entertainment, etec., and also her existing
salary, as "money means nothing,"
(22) Barly in 1943 an 0.5.8. officer was sent to the Near East during
which time he spent $ld,000 to $12,000 with no more specific assipgn-
ment than "to get a mental picture of the gltuation." He considered that
he had failed to accomplish anything whatsocever of value to the U.S. He

further stated that 0.8.5, had sent several hundred other men to the Near

AL R RO 5 e

East with similarly non-specific assignments who were "accomplishing noth-

ing but drawing large salaries and commercializing on unlimited expense

accounts."
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(Egg) In November, 1943, information was received from an officer of 0.8.5.
that 0.5.5. had had manufactured under & high priority rating about
1,000,000 cheaply constructed, one-shot, .45 caliber pistols, costing
about $5,00 each, which were to be dropped by parachute in occupied
countries for use by underground organizations. The plan was never car-
ried out, Another source, an officer in the Army, revealed that the 0.S8.S.
officlal who fostered this project later attempted.to have several thousand
of these pistols deposited by the Army in North Africa in any manner seen
fit., Vhen it was pointed out that they could serve no useful purpose
there, the 0.9.5, official said that the only thing he was interested in
was in getting rid of them prior to the time an investigation was started

into a poorly conceived progran involv1ng about ¢5 OOO 000.

gt

HE L;fgé sums of money are also being spent bj the 0.5.5., in bhlna o T

where it is generally known a tie~up has been made by the 0.5.5, with f
Chiang Kai-Shek's own intelligence and are 1ntegrated with them as they f

L

é are with the Brltish },»% appears that the arrangenent here, as has been

the case elsewhere, that the 0.5.5, furnishes the money and the other peo-
ple the information which they can colar if they so desire.
I Another example of small wustes which mount up on a world-wide busis

is in Istanbul where, for over a year, the U.S. Consulate had been paying

$50. per month to certain personsiin The Turkish idlicéffor daily reports,

The 0.5.5. offered to pay $200 per month for the same reports with the
understanding they alone wauld receive them. Subsequently the Turks raised
the price to $500 per month although, unknown to the 0,8.5., copies still

go to several other U.S, agencies for the nrice of a few drinks.
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The large "exclusive" payment of the 0.5.5. is general knowledge there.

J9J In September, 1944, the 0.8.5, desired to have three individuals in

e e i 1

Istanbul shadowed, They hlred{a Turk who was connected wlth the pollce ]

D

and paid h.im $1200 per month. Unknown to 0.8.S, copies of h.ig reparts

were supplied to others,

Kk Another example of wagte aad coupromise of security is the case of

E%hhn Van Berkel, allas Vun de Steenhoven.f The 0.5.S, picked him up in

Hollend in September, 1944, and took him to Paris where he was put up in
Style with all expenses pald. He claimed to be a 1oya1?Dutchman?despite
stating he had made over 50 round trips to Berlin and other parts of Axis

Europe. The 0,8.S, planned to send him to Sweden and actually pPlanned to

drep him in Germany although a stquLQf'Van Berkelg now in the U.S., has
convinced many that he is either an imposter or an agent of some power,
Knowledge of security measures in Axig Lurope leads to the belief that lhe
had some comnection with the Gestapo or $.5, during the period of his

free circulation, While in London he was mysterlously a381gned a publicity

B bz - N r—

job in the U S, for the Dutch InPormatlon Bureau, supposedly by Queeﬁ;ﬁii;j

Ihelmina heerlf; Subsequent to hig arzlval here, he has toured and broad-

cast at will. The 0.5.5. officer who Picked him up and entolled him was
[ AL S ’ o e o W“‘*wms»mwsmw
%Major Waterschoot Van de Gracht, A.U. S.é who was comnected with a family

1nvolved with Nazis in Austria., The names of the 0.3.8,. of ficers who were

his hosts in Paris and the 0.S «S. perasonnel who interviewed him in Washing-
ton are available, The noney uselessly spent on him is probably only one

sum of many spent in a 8imilarly useless nanner,

= The 0.5.5. seoms to exercise anamfair leverage with its almost un-1200140008 5
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1944, stresses that he, Donovan, has large funds which can be spent
without accounting or red tape. A4 copy qf this lettef, as well as
Nimitz's. reply is in the possession of & certain Conpressional Con-
mittes and some néwspapers and may be used in a future attack on the
0.5.5, from whose files they were someshow obtained.

M In 1942 the 0.5.5. purchased an ocean-going liner. For the better
part of a year it was not used in any way and finally, it is reported,

the liner was resold at a loss. It appears that those who first evinced

interest in the ship luter ocould find no use for it.

E

Also in 1942 Donovan approved the expenditure of over $2,000,000
for a worldwide Secret Intelligence radio communications system and

radio listening posts. After the expenditure and commitment of over

%2,000,000 both projects were abandonciwj It is understood that pressure AN

e

Pa
S YA -

. 4
x;y the Brltish who d631red to control all S.I. radio communicutions waa the i

otlvatlng fucto{jﬁlkdiable reports indicate that the listening posts

have only a token use to the O.U.S. and because of this most of the facili-

ties hawe been turned over to the Army and Navy.

00 The 0.5.5. was so loosely organized that sometimes detachments and

individual men in the field were overlooked. Iar example, eight radio

technicians were:sent to Liberia to set up a monitoring system for inter-
coption of messages from clandestine German radio stations along the ?

coast to submarines offshore. This involved shipment of a large quantity

of radio and electrical equipment, Jubsequent disagreement betwsen cer-
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tain factions of 0.5,5. resulted in e decision to drop the plan although
the technicians and part of the equipment had left for Liberia., The men
were left in Liberia for nine months, doing nothing, until they were re-
discovered and sent to England.

PP In Francs an Afmy stafl officer, Colonel Rufus Bratton, stated that
some membqrs of the 0.5,S., Secret Intelligence took over a (German Army
ammunition dump, installed their own guards there and refused to permit
anyone else in the vicinity. They awaited instructions from their super-
jors only to be blown up by an explosion caused by members of the 5.0.
of the same organization. |

QQ Despite continuel warnings from the State Department, the 0.5.5. or-
ganization in North Africa, in Spain, and in France made serious errors,
which greatly embarrassed the State Department and caused the 1.5. loss
of prestige and good will. Some of these are attributed to the poor and
loosely knit orpenization of the 0.5.85. It is believed that the files of
the State Departnent contain substantiating evidence covering numerous
incidents. Une Assistant Secretary Qf State said the 0.8,4, hus made mis-
takes which not even the Boy‘Scouts could be guilty of had they entered

: this field. As late as March, 1945, the AP printed a story about five U.S.

saboteurs who were dropped in Swéden by mistake with large amounts of muni-

tions and explosives. Ambassador Hayes probably éan furnish enple proof

of the most outstanding and unusual‘crrors of the €@.5.5. in Spain and Span-

1 ish Morocco which might pfovo incompetence through poor organization. An

Py COF D soT e

- gun - e - -'R by
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example: Once the 0.5.,5. armed, equipped and financed about eight
Spanish Republicans and clothed some of them in U.S. uniforms - in
Spain. These men plotted against the existing Franco Govermment,

were arrested mnd, it is believed, executed.

e
w
2

Even in the United States the naive methods used by the 0.3.5. have
caused embarrassment to this government. In January, 1943, the Portu-
guese Congul at Boston was contacted by telephone by an 0.5.5. representa=-
tive, R. H., Howlend, and asked to furnish any available photographs or
plans of Portuguese harbors and shore lines on the Continent and on Por-
tuguese Islands. It was reported that these photographs and plans were
being sought on behalf of the War and Nevy Departments of the United States.
Tt will be remembered that this occurred about 13 years‘before our inves-
ion of the Continent and st a time when the topic of conversation was where,
and when, an invasion would occur. The unusualness of this request for
highly confidential and restricted data made in such an open and casual
manner could only result in embarrassment to the U, S. Government. Both
the Portuguese Minister in Washington and the Portuguese Government in
7 Lisbon were informed by the Consul at Boston of the receipt of this re-

quest.,

TT Two employees of the 0.5.S. in Madrid, one Queseda and a Schoon-
macher, on their own initiative and contrary to the specific instructions
of the Americen Embassy, reportedly attempted to engage on behalf of the
U.S. Govermnment in an exceedingly delicate black market money transaction
involving about $125,000. Queseda wes arrested by the Spenish Intelligzence

o in +ha amrse of trvine to consurmate this transaction. He wes released
Declassified in Part - Sanitized Copy Approved for Release 2014/01/23 : CIA-RDP93B01194R001200140008-5
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efter several days but apparently watched as Schoonmacher was in turn

arrested as soon as he contacted him., It is reported that it was neces-
sary for the American Ambassador to conceal Schoomnmacher, after he was
released, and arrange for his secret removal from Spain. This attempted
transaction on the part of two North Americens was accorded front-page

publicity in Madrid newspapers.

RR

The 0.8.5. seeried rather short-sighted in appointing to key posi-
tions aliens whe not only had no intention of becoming American citizens
but whose business connections were in direct conmpetition to American
interests. The appointment of such personnél in ey executive poeitions
where they were able to §entrate into the organization, obtain wny informa-
tion on persomnel, organization and information acquired, and were able

to influence policies, seems a questionable procedure.

e SR, SRR s sk

E

A specific instance ig the case of E A. Guepin ;one of the Chiefs

i s AT

of the 0.S.5. in the Near Fagt with headquarters in Cairo. He is the

manager of E hallvoll intereste’Xn the Near Bast, He is mot on Ameri-

" can citizen nor does he intend to become one. He has jokingly confided
in friends that all #merican businessmen in that area who joined the 0.5.5,

will never live it down and that many of them who have resigned and are

no longer with 0.8.5. are still pointed out by the British and other na-

tionals as U.S. Secret Agents. “helr business careers and the nrogresa

of thelr U.S. campanies are likely tao be handicappeq]to the advantage of

the Brltlsh and the butch. In the ma;orlty of cases they are with U.S.

oil companies competitive Lo British interests. The Italian manager of

: ——— Ry e P
s large American oil company in Cairo, who was imprisoned by the authori-
M,,,.,_,,Mﬂv“""”‘""m”"“" - A o it i e

ties, was never paroled although he was and always had been an anti-Fascist
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All other anti-Fascist Italians were paroled.and allowed to continue

their employment. Several sources in Cairo indicate he was not allowed

t

P :
to be paroled because of the influence of the 0.5.5. and its)?hell Oilf

non-American executive.

|3

The early systems employed by 0.8.5. in supplying money to the
field were so amateurish that they tipped off the Gestapo and other
intelligence agencles, pointing the way to 0.5.5. agents in the field
with the result that they were either apprehended or kept under close
‘surveillance and fed false information. In Spain and Portugal the Gestapo
xnew that most of the monoy supplied came through Pan-American Alrways
and the menager of Pan-American Airways in Lisbon. In Spain and Turkey the
0.5.5. were so naive they considered flooding the black markev with Ameri-
can currency was a safe procedure. Repercussions of these operations can
be found in State Department records.
iV In July, 1943, gecurity was compromised even more by a visit of a
Lt. Col. Relm from the 0.5.5. hoadquarters in Washington who openly went
to London, North Africa, Spain, Portugal, Sweden, otc., and elmost openly
inspected field offices gnd contacted agents in an attempt to introduce
some order into 0.8.5. finencial chaos. This incident was known to the se-
cret poldice of the British and the Germans, among others. Meny chains of
distribution still intact are well known to various foreign intelligence
agencies due %o poor organization and open attempfs to try to improve meth-

ods.

XX An interesting case of poor distribution is one in which 320,000 was

A ot
to be made aveilable to the account of aWGunnar G. MVkland in Lloyds Bagg!

o e, e i
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through the Army "inance Officer in Calcutta.

Another example of an attempt by the O;S.S. to chéck up on itself

in a mannsr which not only exposed the effort but the lines which were
being checked is the case of a young man, about 18 years o}d, who went
to Istanbul from Cairo. The U,S5, Consulate thought he was most unquali-
fisd for this assignment., Within a week of his arrival the Turkish police
wore aware of his background and kept him under close surveillance, He
began to spend large sums of money and became involved with the traffic
officers of the city police for not following instructions in connection
with his "permit-de-Sejour" and also for his acrobatics in petting on and
of £ mowing, streef cars. Ille made himself most conspicuous when the opposite
was uscessary. It took the U.3, Consulate four days to straignten him out
with the police. The record of this cun be verified at the U.S. Consulate
in Istanbul or on the police blotter in that city.

Examples of breach of security follow:

ABB One George Sharp, a former New York lawyer, is an executive of the
0.5.5. Ie worked out a rather:insecura method of interviewing candidates
for appointment as secret agents in Washington. By appointment he meets
them in & park or a square in Veshington, interviews them, and then openly
takes them to have cocktails in some public place. ’

ABC Severel days before the departure of the German diplomats from the

U.S. to Germany, one James Varburg, Assistant Directof of the 0.5.5.

at the time, was overheard in a Pullman car to tell two travelling

CONFIDFNTIN. 2 .
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companions ththithhegﬂSchulte & Germﬂn-Amerlcan prlesth was to be

smuggled onto & boat with the German diplomats in the hope he would be
able to get into Germany and organize an_undarground there for the 0.5.8.
This breach of security reached the Swedigh Embassy ih Washinston and
probably was conveyed overseas. It also reached the ears of some friends
ofVather Schulfmiwho conveyed the information to the State Department

oW ST
RS

with the request that an attempt be mude to dissuadelFathéfmgghult? from
departing for Germany. T
ABD L At a sociel gathering in New York a naturalized Frenchmen told peo-
ple he was undergoing 0,S.S. training after which he was going to England
for them, e exhibitsd & knife which he was being trained to use against
ensmy counterintelligence agents.

An outstanding example of official lack of security, proven by photo-
stat copiss, is a routine letter sqnt‘to an employse, possibly.an agent,
of the 0.85.S5. It is supposedly non;incriminating and was mailed from a
"blind." The check is personal and innocent enoﬁgh looking except for the
fact it was accompanied by an income tax statement clearly showing that
A certain portion of salary had been withhold by the U,S. Govermment as en
o employer. This is such a fundamental error it shows conclusively how in-

secure the organization ;s on the simplest seéurity precaﬁtiﬁns. Not only
is the employee exposed but also the bank, the "blind," or alleged employer,

and others can be traced if an alert intelligence agency desires to follow

other payments. Some six other local "blird" accounts in the U,S. alone
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are known as a result of similar fundamental errors.

ABF An 0.S.5. agent, Paul Blum by name, while undergoing training in
the U.5. told a friend he was going to Portugal as an agent, with a
cover as a State Department official in Lisbon, He is now in London
and expects to continue with 0,5,5. if it functions in the postwar period.
However, he is probably known as an 0.5.8. man hy vthe State Departnent,
the Portuguese, the British and possibly others. In the postwar period,
it is questionable if the State Department will be helped by having some
of its 0.S5.5. "plants" known to foreign countries.

ABG Two 0.S.9. agents, dressed in civilien clothes, were transported
on ATC planes to Miami enroute fo the Near Bast., They registered in

Miami as members of the 0,5.5,, thus identifying thoir organization as

well as their destination.

e g o ey
i

ABH fwﬂ“”wﬁbﬂé<Bruno Unbefti lst Lt., M.C., is & naturalized citizen who was j
% born 1n Trleate,iltglyié By his own statement he is actually under ;rders
~ of ths 0.5.8, and will be working for them in the Trieste area. This is

a breach of security which identifiss not only the area of operation but
also the individual agent.

ABT | % A Major Lowell J. Bradford Cavalry, dﬁﬁg??orders of OPD, left for

Australia and New Guinea in March, 1944, to make a survey of CIC and MI
ectivities. DBy his own statement, he is also working unofficially for

the 0.5.8. and hoped to transfer to G.8.5. on his return.

ABJ ‘& Paul Lineau of the Sooony Vacuum 011 uompany Thes been in the ser-

o TS i pperei TG

vice of the 0.5.3. in Turkey. Ilis wif'e informed a relisble source that
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he feared his future business activities had been jeopardized. 0.5.5.

has insisted on returning him to Turkey but he has refused for this

reason and is planning to return E“»yugoslavzg a8 a company reprcsenta-
tive in the postwar period,

ABK As the reéult of poor security reliable sources have obtained a
number of 0.5.S. documents in the field. These include instructions
to French apgents in sabotage; identification materials, pamphlets on
radio communication and schedule for sending end receiving; crypto-
graphic pads; and instructions to French agents behind German lines
with respect to what documents and maps were wanted by the C.S5.5. In
connection with the latter item, many of these are not only in the posseseion
of the G-2 Army Map Service but in some cases are available at publioc li=-
braries in the U.S.

ABL Through a breach of security, three agents of the 0.S.S., disguised
as British officers, contacted in Austria six leading underground fol-
lowers. The seme day after the mecting all six Austrians were arrested
by the Gestapo and exscuted. It appears that this action of the 0.8.5.
had been well-known. This information was obtained from associates of
the executed men now in Switzerland.

(ﬁimd Tn February, 1944, it was reported that an unnamed Vashington cor-
respondent had requested General Somervell to vérify a report to the
effect that the Army had requested 0.5.8. to assassinate certain out-
standing scicntists in Germany who were supposedly working on an importent
secret scientific projeoct. It was said that an extremely significant an-

zle connected with this regquest lies in the fact that a high official of
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the U.S5. Army Engineers in charge of scientific experiments had ac-
tually aﬁked 0.S.5. to kidnap a German scientist kmown to be conducting
these same experiments in Norway. The similarity which this request of

-~ 0.8.5. bore to the subsoquént inquiry by the columnist made it quite ob-
vious to the source of this repor%, another Army officer, where the leak of
this information had occurred and that undoubtedly the high Army officer
referred to regretted that he ever asked the assistance of 0.3.5.

ABN Before Pearl Harbor General Donovan made a trip to the Balkans and
lost his briefcase containing important papers in Bucharest. The brief
case was turned over to the Gestapo by a Rumenian dancer who was invited
to attend a party at which he was present,

‘ ABO There is an instance of an individual who was second in cormand of

é the 0.S.5. in Istanbul who came uninvited to a table in a restaurant at

: which four foreigners were seated, one of whom was known to be connected
with the CGestapo. The 0.5.5. man talked openly about his position in the
0.8.S. which he stated was actually the Are rican Secret Service.

j AEP Also in Istanbul thoe local police found strips of paper in the trash
pail of the 0.8.5. headquarters which contained printed letters from which

an expert had no difficulty ascertaining the secret cipher being used.

ABQ Through various intermediaries the 0.3.5. in Turkey made contact with
s e A RS L eV ,mvu--q
e loysl ant1-Na71§Colonel Kadar of the Hungarlan General btaff’ﬁn Budapest,
" v i

He was & trusted friend of the Regent and a member of the Hungarian oppo-
sition organizetion which was working closely with the United Wations In-

telllgence Agency. Despmte manj warnings, the 0.5.5.° employad a well—;

- i,

. e S o e

Kg;own Hungarlan double agent named Gyorgy{yhcsa reputation was bad., Through
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him they arranged for the delivery of a portable radio set toYEolonel l

iFadar.l‘Before any benefit could rasultizéol. Kadar and his miStriiilﬂé ,

|

5 rpopular Hungearian actressiat whose home the transmitﬁer was hidden, were

arrested. The' colonel, according to a reliable source, was executsd,

Another Hungarian colonel} one of the intermediaries, was recalled from

e

Turkey and imprisoned. Several months 1ateﬂC§?3;m“ rrived in Istanbul
on & German courier plans, bearing a épacial passport. It was well known
there that he worked with the 0.5.,3. and snjoyed their confidence. He was
finally arrested as & German agent by the Turkish police., This story of
an apparently stupid blunder in the field of secret intelligence can be
éhecked in Istanbul.

AER In Stockholm the 0.5.5. maintains & gtaff of some thirty people.
Operations &are divided among severgl sections of the American Legation,

one of which is in the Chencery and has a special door with & peephole

nerked "Secret - Keep Out." All of the 0.5.5. personnel and activities
are well ¥nown to the Swedish secret police.

ABS In December, 1942, several 0.8.5. agents, compromised themselves in
their open correspondence or in letters home from Afghanistan.

ABT The lack of security of the 0.5.5. is so evident that it is not

only dangcrous from an operational standpoint but also has given rise

to so many questions and fears in the minds of numerous people es to
lead to the belief that a Conpgressional investigation might easily oc-
cur after the war. In addition some newspapers may be interested in

exposing what many cleim to be an American Gestapo.

ABT For example: In June, 1943;—e—prominent businessman was told, at
Declassified in Part - Sanitized
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a formal dimmer in Washington, by a member of the 0.5.S., that they

had just received an incresse in authorized strength of 1,000 officers,
3,000 enlisted men and 5,000 WACs, two-thirds for foreign service and
one-third for duty within this country. Ille asked why the large number
of people for the U.S. when 0,3.5. already had so many personnel in
Washington. Ile was told that the 0.5.5, planned to enter the field of
domestic investigation and would be sort of a. U.S. Gestapo with power to

penetrate every povermment agency, trade union, large corporation, etc.

ABU

Frequently personnel in various govermmental agencles in Washington
publicly claim to be working also for the 0.5.5. Specific example: A

9 Lt p——
ierre Crenier, with the ATC d1v181on of the then}Board of Bconomic War-

fare, stated to a friend that the 0.S,S, had plants everywhere through

the government and that he himself was working for the 0.5.5. in the

B.E.W,

As an example of how dangerous lack of security and poor judgment
on the part of 0.5.5, agents can be from an operational standpoint the

following case is cited:

{ABV) In 1943 certain 0.5.5. representatives in Lisbon attempted to plant
gome agents in the Office of the Japanese Navul Attache there., A reliable
source has stated that the attempts were amateurish and further that it
seened probable to him that the alleged agents were douple agents whose
principal job was to report to the Japanese on O.S.S. activities in Lisbon,
Neither the F.B,I., O.N.I., or M.I.S. in Lishon had attempted any such
activity for fear of alemrming the Japanese. In July, 1943, it was learned

that the Japanese were very much concerned over reports they had received

with regard to an American espionapge activity in Lisbon lmowing all the
Declassified in Part - Sanitized Copy Approved for Release 2014/01/23 : CIA-RDP93B01194R001200140008-5
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boocks. A memorandum was written at that time by another U.S. intelligence

agency that the Japanese were so alurmed that there wes a danger of their
changing codes which we had been able to break. Four days after that mem-
orandum was written, the Japenese did change their code and it resulted

in a complete blackout of vital military information for some ten weeks,
The writer of the original memorandum, in confirming that Japanese code
had been changed, made this statement - "How many American lives in the
Pacifiic represent the cost of this stupidity on the part of 0.S.5. is un-
known."

Probably because of lack of experience in secret intelligence and
investizative work the 0.3.3. is not orgsnized as are some of the leading
S.I., orgenizations in the world, These have insulated compartments having
no connection with each other which ére, in fact, unknown to each other,
thus giving internal security. In the C.S.8. General Donovan tries to
control completely every activity and the policy boards, deputy directors
and various compcnenfs of the organization are all fairly well known to
each other. At various times severe disagreemonts have arisen between them.

In addition to the clumsy handling of intelligence matters by 0.3.8.
personnel some of the intelligence produced by it has been incorrect with
unfortunate results sustained by action taken with that intellipgence as a
basis,

Soon after the fall of Rome the Allies determined to invade the
Island of Elba in order to protect a main supply base in Corsica. The
problem of ascertaining the enemy strength and disposition on Zlba was
given to the C.5.5, After an extended period of reconnaissance the 0.5

oD

reported there were only 900 German troops on the island and these were de~
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a U.S. Naval officer, reports that on the basis of this information the

proper force for the invasion was determined to be some 11,000 French
troops of all categories. Instead of 900 Cermans there were eqwcountered
almost 3,000. These were not only in different localities than reported
by the 0.3.5. but also were found to be crack, highly trained troops.
Largely as a result of these errors and miscalculations of the enemy for-
ces by 0.5.5., same 1,100 French troops were killed in this invasion.

(}Bg) llethods by which intelligence has been obtained have been misrepre-
sented in some instances in an‘apparont atﬁempt to create the impression
with the President and the War and Navy Departments that it had operatives func-
tioning successfully in enemy occupied territory when, in fact, only a few
if any, 0.5.5. operatives were known to be in any occupied country in burope.
This ceme from en officer of 0.8.5. 1In substantiation it was said that MID
had requssted 0.S.5. to secure information about certain refinery installa-
tions in an occupied country. MID was advised by O.5.8. that an operative
within the particular country would obt;in the data. The informant stated

é that 0.8.5. did not have a representative in the locality referred to but

l wes successful in ascertaining that the il refinery in question had been
built several years previously by Standerd 0il Company of New Jersey and a
somewhat detailed report was prepared from an examination of the files of
that company. The report was forwarded to MID with the comment that 0.5.3,.
operatives in the occupied country had obtained the information, proceeded
to a neutral country, and cabled it to the U.S. Af the time the comment
was made that, while it was realized more details would have been desirable,

it was the best that could be anccomplished in the allotted time.
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interesting commentary on information supplied by 0.5.5,, a report was

prepared in November, 1944, conesrning political disturbances in Columbia.

Subsequent inquiries indicated that it was merely a rewrite‘of an earlier

report which had boon fpropared by British intelligence and)distributed to

practically the same pleces thafhthe CG.5.5, report was distributed.
ACA In several instances the 0.8.5,, violating 0.5.8, and government

regulations, employed lawyer friends not only for legal matters but

also on a fstainer basis to supposedly direct or advise competent Army

officers and others how to run 0.5.S. activities about which they knew

less than the officers. This is not an accusation of graft. It is possi-

ble, although not guaranteed that photostats of monthly retainer checks

can be furnished in one specifiic case. They exist and are in the hands of ?

persons who may use them in a future attack or invegtigation of the 0.5.3. é
ACB Vhile there is no implication of graft, it is generally known that j
most of the leading 0.5.8. officiels and executives employed various rela- i
tives in departments of the 0.5.5. thus endangering security as making
socret intelligence a family matter is not good practice. Amang the of-
ficials who assigned 0.5.5. jobs to relatives were General Vonovan, Col=- 5
onel Goodfellow and Colonel Huntington, to name a few, The wives of the
latter two, with no particular experience, received excellent positions

shortly after their husbands had joined the 0,5.8., In addition many ap-

pointments followed lines of politics, law firms, .the Social Register, etc.

All of the partners of certain law firms, including most of the members of %

General Donovan's firm, beceme important officers in the 0.5.8. The social

director of the St. Regis Hotel, where General Donovan resides when in New

York. attai d +th k¥ of T£. Calamal in +ha n S &
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Therehave been numerous instances of interference or lack of coop-
eration by the 0.5.5. with other U.S. jintelligence agenciles, also in-
stances of overstepping the 1imits within which their activities, as de-
fined by law, are conf'ined.

o PSR

(AGC) if“y lllll A cartaln Colonel Juan Belgheder was former ﬁorclgn Minister of

o

i Spain during the Civil War and until 1940 when he was removed due to his
? anti-Nazi and pro-ilonarchist gentiments. He was invited to the United
é States on a military mission on behalf of the Spanish Army although his

real mission, of which the War and State Departments were aware, appar-

b a————— T —— e

" ently was to attempt the correlation of Spanish Monarchists in this. hemls-
phere in anticipation of the resstablishment of the Monarchy. At the re-

quest of MID in Washington, his aoctivities were kept under observation by |

s T .,,.,,._.......».q

;the F.B.I. from the time of his arrival in February, 1943, | In November,

B el

1945 it was 1earned that the 0.5.5. was endeavoring to inquire into his

activities u31ng Mrs. Laurie’ Sharp,”allas ‘Miss Margaret Black (see Item ?,!

%fge 11 of thls sectlon) who was attemptlng to become his mistress. The i

dgpdr e Bes

a551gnment and purpose of her activities were ascertalnod only after ex-
tensive investlgatlon by the agency primarily concerned in this matter.

CACD) By Presidential Directive the 0.5.5. has been restricted from active

operations in South Americe. Early in 1943 Mr. otephen Greene,la repre-

M.

sentative of 0.5.5., proceeded to Buenos Aires to serve as a contact for
other employees of 0.5.S. leaving for Burope from that point. Other in-
terested agencises of the 1T.S. agreed to his prescnce in Buenos Aires with

the understanding that his activities would be restricted to the purposs
mentioned above. Despite this, Greens fmmmd;ately interested himself 1In

RN R

D i »
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many matters completely outside the jurisdiction of 0.S.S. in the

Western llemisphere and in guch a manner as to needlessly hamper and
confuse the intelligence operations of U.S. agencies already established
in the South american field. Relisble information indicates he formed

a large group of informants for checking into reparted subversive activi-
ties on the Buenos Aires water front, the investijation of alleged smug-
gling or strutegic materials from that port to neutral Buropean ports, and
alleged infiltration of German sympethizers into shipping companies.

O

iGraenegalso injected himself into the investigation of a number of espion-

s T

age suspects already the subject of intensive investigation by represemn=
tatives of appropriate U.S. Intelligence Agencies thereby soriously
threatening the proper handling of these investigations. Indiscreatnéss
on his part also endangered the usefulness of a certain double agent of
another U.S., Intelligence Agency.

(:AGE) Despite the absence of eny jurisdiction or responsibility for countér-
intellipence operations in the Vestern Hemisphere, an officer of 0.9.5. was
reliably reported to have attenpted in November, 1942, to secure the per-
mission of an officiel of a commerical orpanizution doing business in South
America to use the companies represented by his organization as cover com-
panies for counterespionage work in Latin America., G.5.5., presumably
knowing its lack of jurisdiction in such matters, was reported to be in-
tending to withhold froﬁ the State Department and other interested Federal
agencies the identity of its operatives to be sent to Latin Americe. Vhile
it is not known thut this plan was consumnated, it is understood prepara-
tions for its execution had developed to the point where a school for these

0.$.5. operatives was scheduled to begin in Washington on January 25, 1943,

D P " .\ v +twnntiom in telaphone tapping, use of secret listen-
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ing deviges and other intelligence modus operandi. The possibilities that -
such a project might have results embarrassing to U.S. intelligence agen-
cies already operating in Latin America; and to the United States Govern=-

ment itself, are obvious.

(AGE) In January, 1945, the F.B.I. made tentative plans with the 0.S.S.
to bring | ne Willlam Eigptar, a former stoniaﬁfai§i§éé§;ito the United
States as & double mgent to be used against the Japanese. It was agreed
with{Col. Robert Pf;fz;"ActlnE Hoad of X-2 Sect;onéof 0.5.5., and with a

. L, 0

br, Carlsoné 0.5.58, representative from Sweden, that‘ag;igothould re-

st

turn to Sweden and immediately commence negotiations to put &ifotari in

-

touch with the Japanese so that he might be sent to the U.5, on an espionage
mission for them. 4An informant %E EéfigggTég in touch with both Japanese
and German officials in Sweden, had been requested to recruit just such an

individual asﬁi};;;gf who possessed every qualification expected by the

p
s SR 2

representatives of the enemy and was willing to undertake the role of dou-

ble agent.

(AQF) On February.b, 1945,§Soi; Pfﬁff}attempted to arrange 8 personal inter-

view with the Director of the F.B.I. on behalf of: Count Carl Bonde, Head z

. DS,
Al e Wik aibs

\;E Swedlsh L . le was informed that the Director was out of town and would

e o PR S 1 <

. .
not be back before%ﬁqp@t_Bonde'ggscheduled departure on February 15, 1945,
However, o compleste tour of the Bureau and other courtesies were offered

lCount Bonde through Pfaff. Pfaff%segmed completely unable to appreciate

N

the inability of the Director to see ﬂéhﬁt anéé)as a result of not being

in the city and persisted in attributing the failure to accord|Count Boni”&

i A A

& personal interview to an uncooperative attitude on the part of the Buresu.
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He pernitted his feelings to take him to the length of dropping all plans

M’M

. Government of an excellent opportunity to estéblish, through the F.B.I., &
chammel of camiunication direc£ly with the Japanese espionage organization.
ACH T Certain reliable sources believe, though without definite proof, that
a properly authorized investipation w0d1d prove thaut the 0.5.5, has been
conducting a public relations cempaign in the U.S, through several well-
known public relations counselors to enhance the stature of 0,5.5, and
discredit G-2 and Navy Intelligence. Newspaper clippings and rudio commen-
tators have almost uniformly commented favorably on the 0.5.5. and sur-
rounded it with an aure of secrecy and accomplishment. On the other hand,
negative remarks and discrediting statements against G-2 und Navy Intelli-
gence seem to be the rule. The F.B,I, uses aids in public relations but
nof to the detriment of Army and Navy intelligence which seems possible in
the case of 0.5,5., There are sveral articles available which appear to con-
tain a bid by the 0.53.5, for a postwar build-up and at the same time seem
to bs a bregch of security.
(ACI) A completely reliable source has advised that an official identified
‘ with 0.5.5., steted late in 1944 that 0.5.S. plans & tremendous publicity
program as soon as military security permits, He said that the well-known
author, John Steinbeck, has been charged with keeping abreast of 0.5.5.

activities so thut he will be in e position to wiite a book exploiting them

when the proper time comes,.

(ACJj This same officiml stated that another svidence of a desire for pub-

licity is illustrated by one occasion in Italy when 0.5.5. members were

+ANAd dn ma ATV amdk Aa ssenhae A
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the front lines to be photographed by the Signal Corps so that when

the pictures were published the American public would be given the inm-
pression that these men had just returned from enemy territory with
captured enemy guns. The photographers did not appear as expected and the
Espionage Section of 0.5.S. was reported to be very much annoyed about the
matter.

(AGK) He further stated that it was the policy of his agency not to give
any more information than necessary to the F,B.I. He pointed out that
0.5.3, school instructors in the United States had discussed the F.B.I.
in an unfavorable light and had painted the picture of 0,5.5. replacing
the F,B.I. not only outside the U.S. but alsc in the domestic fieid. The
publicity campaign reflerred to was to be one of the means adopted to ac-

complish this purpose,

From all of the foregoing examples, it would appear that the 0.5.5.
had done no good whatsoever, This is not the case as there are examples
of some excellent sabotage und rescue work which have been of material
assistance to the war effort. Also the Research and Analysis Branch of
0.5.5, has been of great value in supplying necessary background material
and maps.

General Stilwell, in a letter to General Donovan, dated lay 30, 1944,
and written from C-B-I, stated that he expscted to call on 0.5.5. Detach-
mont 7101 for more and more operations and intelligence &s the campaign
progresses to the south. lle approved the request for 35 additional officers
and 150 men, all with 0.3.5. training, for arrival in the Theater before

September 1, 1944, as necessary for handling incremsed requirements.
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Gensral Arnold, in a letter written September 19, 1944, thanked

General Donovan for the importaent role played by the 0.S5.5. in the res-
cue of American airmen from the Balkans, stating that the success of
rescue missions hes been directly dependent upon excellent 0.5.S. coopera-
tion.

General Spaatz, in a letter to General Donovan, duted January 16, 1945,
expressed his appfaciation for the maﬁarial aid which the 0.5.S. has rendered
to the U.S. Strategic Air Forces in the European Theater, He stated that it
would seem unfair to single out any partioular aid but did stress the wealth
of timely assistance given by 0.5.5. sections dealing with the perlodic con-
dition of the various CGermen industrial complexes. He further stated thet

| he sincerely hoped thet the type of services presenﬁly bheiny rendered by
| 0.5.S. sections dealing with complexss will not end with this war but will
continue to develop throughout the future of our country.

Lt. General Smith, Chief of Staff for SHAEF, in a letter aated September
13, 1944 to the Joint Chiefs of Staff, stated that 0.5.5. has established in
the Duropean Thoater an extensive intellipence and research organization
which is staffed by well qualified personnel and further that an extension
of its amctivities intn the period of occupation would be of greut value
to the U.S. Group, Control Council, particularly in connection with dis-
armsment and military govermment activities..

Major General Davidson of the 10th Air VWorce in India, in a letter

of Aurust 1, 1944, to Generél Donovan, also commended 0.5.5. Detachment

#101 for its oxcellent work in Burma. .

CONHU
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Major General Ridgeway of the XVIII Corps (Airborne) in a letter

dated November 1, 1944, addressed .to Comnmanding General, First Allied
Airborne Army, commonded the close cooperation, intelligence and general

all around ability displayed by the various merbers of 0,S.5. who had worked

with his headquarters in the planning phases of operations which have been and - «:

still were under consideration. In a first indorsement, forwarding the let-
ter to Géneral Donovan, the Cormanding Generanl added. ' his commendation
for the excellent services performed by 0.S.5. for the First Allied Air-
borne Army,

Colonel Hitchens, of the G-2 section, Allied l'orce Headquarters, in
a menorandum dated October 30, 1944, stated that the very considerable
contribution of O.S.S. towards providing intelligence material for +the in-
vasion of Southern Frgnce merited special emphasis, not only because of its
intrinsic worth but also because the results obtained are an oxample of what
can be done by an sgency of this kind when it consents to work in closest
cooperation with the Operational lleadquarters which it is serving. He con-
sidered the results achieved by 0.8.5. in Southern France beforo the invasion
so outstanding that they should be brought to the attention of interested
euthorities together with the names of the principal individuals concernsd.

Offsetting these laudatory comments, are a few others which should be
mentioned.

In October, 1943, the opinion was exprgssed by an official of an in-
tellizence agency of the Army that operations of 0.5.8. in connection with
the Sicilian Campaign had been practically useless,

it was learned from an officisl of the U.S, Government in December, 1943,
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0.8.5. men out of Australia and had since refused to permit any 0.S.S.
men to operate in his thsater due to their reputation for becoming in-

volved in trouble,

4 completely reliable source stated that 0.5.5. intends to repre-
sent to the American public that it sends its own membérs across the
lines into Luropean enemy territory although.this is not actually the
case since, due to many blunders oommitfed by that service, SHAEF, about
May 1944, instructed the 0.8.S. Espionage Section to refrain from dis-

patching any more agents into enemy territory. éﬁ? ex01u31ve riyht tgﬁ

LS

'&1spatch such agants Was "1ven to the %titwii) This same source stated
ﬁthat many agants previously sent by 0.S.S. to Northern Italy were arrested
upon their return by U.S. Counterintellirence Corps members attached to the
Army there because of the belief that they were playing a double geme and
were not reliabls,

A counterintelligence off'icer of the French Military Mission in
Washington informed a reliable source in November, 1944, that he received
& poor impression of the effectiveness of ths 0.5.5. when he was engared
in combat intelligence in <taly. According to him, a blunder on the part
of an O.S.S.lrepresentative brought about the arrest of several French
undercover agents who were operating behind the enemy lines in the vicinity
of Naples. The arrest of these agents ocovrred due to the use by this 0.8.S.
representative of an Italian officer who was actually a German agent. He
also described an incident concerning the ettempts of an 0,5.S. officer to

stir up the French Moroeccans in North Africa. ile went on to say that this

information was reported by the Fronch Intellisence Service to Goneral
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Mark Clark and he brought about the dismissal of the 0.5.5. officer re-

sponsible.

The latest incident which has arisen involves Donovan himself,
He told the Polish Ambassador to the United States in effect to dis-
regarcd the decisions at Yalta, that Stalin had completely dominated
Churchill and Mr. Roosevelt on the Polish qusstion, end that everything
would be fixed up at San Francisco. The Polish Ambassador then called
his attention to the fact that the Poles would not even be represented

at San Francisco.

- 40 -
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APPENDIX II

Compromise to Foreign Governments

The 0.5.S. appears to be compromised to foreign governments
to an extent which makes it useless as a postwar secret intelli-
gonce, counterintelligence, or espionage agency. .

The British, in particular, have always worked closely and
cleverly with the 0.8.8. While the 0.5.5. knows detalls about normal
British intelligence, it knows very little about British secret in-
telligence. On the other hand, the British are believed to know every-
thing about the 0.8.5,. and exercise qulte a good deal of control over
the 0.5.0.

There appears to be no doubt in our Embassy and Consulates in Tur-
key, Spain, Portugal, and Sweden that any 0.5.5. actiyities are not
known and countenanced by local police. In addition they are probably
known to other intelligence agencies.

In Cairo, 0.5.5. headguarters are next to the Lmbassy and worked
closely with the British who have complets lists of 0.5.5. Personnel
although the 0.5.5. has lists only of non-secret British intelligence
personnel.

In London & high British official informed a prominent Frenchman
that the British intelligence had helped the 0.S8.8., willingly, even to
the extent of giving them credit for much that 0,5.5. probably could not
have done, this so that the British could control U.S. Secret Intelligence
activities. As a result they could also use the 0.5.5. to supply certain
information about the U.S. which they might desire. The offiéial went on to

say that the 0.8.8. representatives were so unintelliéent that it was dif-
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ficult to build them up, even for very good British reasons.

i

|5

From 0.5.5. sources it was learned in Novomber, 1943, that they

had abandoned positive intelligenée acfivities in Spain and Portugal

by agreement with the British but would continue certain counterintelligence

(X-2) activities there., The agreement required that the 0.5.S. reveal all

its X-2 agents, their location and their cover, to the British so that the

latter would not expose them., On the other hand, the British would disclose
to the 0.5.5, only a few agents who might possibly have been uncovered by

0.5.5. agents in the course of their X-2 work. These X-2 agents, incidentally,

arrive in the Iberien Peninsula after & ocourse in lLondon and remain in close

touch‘with the local British intelligence agencies.

XG Despite 0.8.5., wishes to place its headquurters and its Spanish activi-
ties in Algiers, for geographical and other reasons, the British persuaded
them to stay in London.

XH In August, 1943, & reliable and official IFrench source reported that

there was definitely a working agreement between the British and the 0.5.8.

on seoret intelligence activities in France. 41l 0.S8.S, secret intellipence

operations there were done in cooperation with the British, although the
informant did not believe the arrangements worked hoth ways, as the British
withheld information with regard to their secret intelligence activities

from the 0.5.8.

XI Mr, Allen Dulles, Chief of the 0.5.5. in Switzerland, is strongly in-

fluenced, particularly on Hungurlan affairs, by'riyr Royall Tyleg’who is

also a member of the C.5.5., This hau been confirmed. { Mr. rr‘yler LS in

1Egarge of Hungarlan affalrs and has had a channel to Hungary for some time.

[ A — o r-am

R R gy P |
r‘, : 4
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He also sent some U.S. officers into Hungary, vie parachute, two deys

s v et e @ e o -

pefore the Nazi occupation. }Tyler i..; 1isted as a British secret agent o

of the Foreign Office in-the top secret files of the British S.I. in

Istanbul and London. The story of his enrollment into British Sscret Ser-

vice is known to a number ©§ persons in the U.S.

et K

XJ In August, 1744, 1t was learned tha*f one V Victor Oswald a Swiss cltl-

[z’en, married to a Du'tch National] was coring to the T.S. A reliable source

re;equald's statement thzc his trlp WAB connected with a U.S8. corpora-

e i PR [ — e sina
LR M

&y on ffor whom he was to handle £ll fertilizer vmttera:‘ It was not kmnown

whette¥ he planned to remain in the U.S. or \whther he would return to
_Spai:, Where_he formerly resi_{ied,hh&nd‘\v:'sr‘km}'f’ the Xherian Penin sula. I“ENI
is reliably reported that he had been wa *rk’u.g for British 1ntel].1gemce andi

i y

wes, in fact, & Brltish agent.i It was also reported thut he wes an 0 b.g

e e s e

employee.

XX In the early part of 19435 Greek source | reported that the British
- pe—————————
.2d 0.5.5, had made arrangements with regard to respective spheres of ac-

tivity in the 1liddle Bast. The source stated definitely that the British

madc by far the better deal in ‘bhls connection.
e

& (\An official Czech gource has adm:.tted that ,‘che Czechs withhold certai

information from the 0.5.5. which they withf\eld from the British as they
consider the 0.8.5. and the British as one. 'The, also believe the sudden
gain in 0.8.5. stock in 1943 was the direct ré&milt of intercession of

Prime Minister Churchill with President Roasevelt.

W The Celeoutta office of the O. 5.5, is in charge of[a Brltlsh omf;higgf'—,}

Lt. Col. Coi‘feA. on Yodin ’frvbm theBrltiEh%A;my to the 0.8.5. His assist-

D _ e M
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: .
ant is an American Lisutenant Schaeffer. Coifqy s{prlmary job is the

recruitment of positive intelligence agents for the 0.5.5. throughout the
former C.B.I. Theater in which he claims to huve excellent contacts. He
claims to be the only recrﬁiting agent for spies for the 0.8,5, and that

it is his mission to have available any such persons 0.5.5. may need, Ie
further states that whatever inforﬁation‘he receives, on occupied terrain

of an economic 6r political nature is purgly incidental and that when he
receives such information he forwards it baclk to X-2 section §f 0.5.5.{ and

to local British authoritigs.} Both the location and telephone number of

e i L

wis office bears a U.3. Army classification of SECRET.
XN General Donovan sees and corresponds with Mr. Churchill, the Duke of
Windsor, and other prominent Englishmen frequently. He once made a state-

ment that the 0.5.S. owed its existence to (l) Churchill and (2) Roosevelt.

et Iy i 75 A R A 8 i R
P
«

X0 Patrick A. Maade,‘who was a Brltlsh subject until 1942 when he took '
out American citizenship papers, has been in the 0.5.S. since 1943, He \
gspent 16 years in the British Army, largely in intelligence work., He has !

|
had fairly important overseas jobs for the British, the most recent of whlchg

was the purchase of ordnance equipment in the U.S. for the British Govern-

ment under Lend lLease.

[ et TR

U.S5. Army Signal Corps and an O. S .S. man, was for five years

Xp Lt. Adems,
& British agent {{n San Franclsco.
XQ Tiilliam A1t@, A |mejor in the Spanish Republican Army in the Spanish

War, enlisted in the U,5, Army ebout the time of Pearl Harbor. Because

of his linguistic ability and background ho was transferred to the 0.8.5.

STa LR .. TN 4

& »
¥
E

- gun - e ) i’ N » o (
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and promised a commission which did not materialize. lle requested he be

transterred back to the Army. This wes accomplished but before his trans=-

for ceme through he was offered & jdb‘igﬁBritish 1ntelligenoe by the 0.5 ﬁ.d

o e E

thus indicating the close coopsration between these two organizations.

P : ' SR SR - sy

There are numerous cases in New York whers the British desired cer-

e a—

tain economic or commercial information in postal censorship and requested
the 0.8.S. to obtain it for them. In ono specific case, where tho British;
were unsuccessful in obtaining certain letters and cables in Washington
via the 0.3.5., they were sble to do so in New York by getting the 0.5 S.E
to go to the local F.B,I. office who sent an agent to the canmercial cmn{
pany involved. He gskad for copies of the letter and got them. It can-

not be proven but it is assumed thet the F.B.I. gave them to the 0.5.5.

e}
s

who in turn gave them to the Britiggjrv

Fol
4]

A Capt. Tempie Fielding of the 0,5.5, was stationed in Yugoslavia
for the purpose of working with Tito Upon his arrival there, arranged
through arid with the British, a British sergeant was assigned to him as
chauffeur. Wherever Fielding went he was accompanied by the sergeant.
This aroused his suspicions and curiosity. One day, for reasons unknown
to Fielding, the sergeant digsappeared. Shortly thereafter, according %o
an unbelievable report from an authentic source, the British tried to have
Fielding seized and hanged. He managed to escape to an 0.5.S. base in
Italy where he pleaded with U.S. authorities to take action in his hehalf.
The British put such pressure on the 0.5.8. that he was removed to a hos-
pitel ship, locked up and listed as & montal case. e was released shortly

after his arrival in the U.S. Ie has not been contected for, as previously
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explained, this report is the result of information not sought out.

d}In Sweden the 0.3.5. has been paying Norwégién Intelligence $2500 !

(a month for assxstanca with thelr radio service, }

ne It is aléo giving

s s v <

%

money freely to other sources there for 1nt6111gence gservices. jmfi most

easmesames
B e ————————

cases, however, British Intelllbenne knows every move made and gets all

the i-3sults from the 0.5.5. contributors first. In sore cases the Britishi

screen these results themselves and re-issue the information for their

} own credit.,

In Stockholm 0.8.8. activities are closely interwoven with those of

the Norwegians and the British. One example is the projected radio opera{

i
\Wiion in which the Norwegians, British and 0.5.S, are all cooperating and !

for whlch it ia understood the 0 b S. is underwritlng 50% of the expense.

S i

o S e 13
Xv The British Passport Central Office in New York, belleved to be head-

quarter: of British Secret Intelligence in tl.e U.,S., is on the same floor

as the New York Office of the 0.5.8. where a check-up on all persons visit-

ing the O.o.S. offlce is aasily made. A prominent Frenchman wés called \

several tlmes after visits to the 0.5.5, and asked for his reasons in doing | }
told

so and/that the British preferred to get it first-hand although they would

j
/
get it anyway from the 0.8.S. j

T SR A g A

h i : A prominent Frenchman deslredwzb maka some original letters of great

. B e T R
st

intelligence interest in New York available to American Intellipence. He

was put in touch with a Mr. Hughes, Chief of the 0.8,5, office in New York
He explained that he was under considerable duress by the British with re-
gard to these lettoras and that under no circumstances should these letters,

or his visit, be discussed with or made known to the British.

ISR
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agreed but the very next day British Intelligence in New York contacted

him and explained that they knew all about his conversation with Y¥r, Hughes.

17

Lote in 1943 directives were issued with regard to a future breakaway
from the British but it was difficult to understand how this could be accom-
plished as the British were believed tb know almost without exception the
name, location, cover, and assignment of 0.5.5. agents throughout the world.
XZ Practically all the 0.5.8. nets and agents in Spain were discovered

by the Gestapo who informed the Spanish police of & number of them with sev-
eral arrests resulting.
XAB ' Neutral diplomats in Portugal have stated that the Gestapo there have
bragged of the fact that they knew every member, net, and activity of the
0.5.5. and can also trace their financiml dealings and payments.
XAC In March, 1945, it was reported that the 0.5.5. has been able to get
some of their agents into Rumanie and Bulgaria but it is believed that in
every case these agents are known *{ ¢ either the British or the Yoviets.

XAD When tho Soviets entered Sofia one Charlegwianiugwﬁﬁé was here an-

nounced publicly that while he (as \&8 newspaper corresponden®. [bhat waa only

his cover and actually he was an ufficer in the American Je<tet Service.
An authentic report states that he willingly gave the Soviet authorities a
list of his men and his associntes in that area. He was a member of the 0.S.
XAE The 0.3.9, on an official basis, and admittedly for the worthy purpose
of fighting the war in which Russia is our Ally, made a tie-up and inter-
change of missions and personnel with the Soviets, assigning a Colonel John
Haskell as 0.8.5, Chief of ifoscow. Vhile Col. Haskell has & good Army back-
ground, being a Viest I'oint graduate, he has no intelligence, counterintellige

or investigative background and has the reputation of being a naive person.
Declassified in Part - Sanitized Copy Approved for Release 2014/01/23 : CIA-RDP93B01194R001200140008-5
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i "Alexander Barmine,

Communism and was condemned to death in Absentia by the Communist Russian

formerly a general in the Red Army, who disavowed

Government, joined the O.S.S. in 1942, At that time he denounced to his
superiors a list of 0.3.8, persons who were Comnunists and/or Communist
agents. No action was taken on this list. Aftef a period in the U.S. Army
he rejoined 0,8.5. and still denounced certain persons and as a result was
fired although the of ficial reason for this was supposed to be an article
which he wrote for the Reader's Digest.

XAG In Istanbul the Turkish police have a dossier on all members of the
0.5.5. which has a force of over 15 men in that city. Heédquarters are
maintained in the office of the Assistant M.A. who, it is reported, is the
nephew of a British officer, formerly Chief of 5.I. in Turkey. Several
members of the Istanbul police are used in connection with counterintelli-

gence activities. Before severance of diplomatic relations between Germany

and Turkey, the 0.5.5. used to get:a dally list of arrlvals and departures)

AP e i e 5 g s

from the Turkish police department For this they pald #500 per wesk al-

though several other U.,S. agencies obtained copies free. This outlay iu.g
since been discontinued although othoer information is obtained and paid for
regularly. In connection-with their counterintelligence activities, they
detailed three of their men to follow suspicious characters. In turn these
three men are under surveillance by the Turkish police.

(IKAH) A lieutenant volonel in the Army, who has recently complcted an assign-
ment of about a yenr.in 0.8.5., reported that conditions which he found on

a tour of Indis were unbelievable., Ille stated that in Banbay 0.5.3. had em-
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ployed I;“\véhinése g;lrl, Habel Wong; \On checking with Allied intelligence

sources, he learned definitely that she was a Japanese agent and that she
was using sn N.%S5. sergeant, nemed| Leslie} to sbtain information from

0.5.5. {Leslie] later sbsconded with approximatoly §40,000 of 0.8.S. funds).

The source stated he called this to the attention of the responsible 0.S.5.
officer and was told to attend to his own business. On returning to Wash-
ington to resign from 0.5.3., he called this matter to the attention of

British Intelligence officers who irmodi. tely placed bouhtﬂong andviésllei

in jail. He further reported that Nlna and Robert Haushweg} boik reputedly

Japanese agents, were frequent visitors of the 0.8.8. « [ics in Bombay.
(When he arrived in Bombay he observed that military installations in and
around that city were being scrutinized by reputedly Japanese agents. He
proposed to the 0,8.8., officer, a colonel, that a security survey of such
military installations be made. Ho was jimmediately informed that such an
idea was assinine, He requested permission to inform military intelligence
‘about this situation and was informed by the colonel that he should not
pass such information on to them as 2 deralictioﬁ on their part would meke
0.5.8. look good in Bombay.)

(XAI) An independent source has reported allegations that onéjxhdfe L&barthél

was given 20,000,000 francs by\General Giraud&F,r +he purpose of dissemina-

ting propaganda in the U.5, in the - .:rests of the French Army. The ex-
change of this money was handled by the C.S5.5. (After considerable delay
ILgpggghg received approximately £100, 000 American instead of the {400,000
which he siiould have received and only a confused explanation was given him by
the 0.8.S5.).
(Eéi) Among the German diplomatic internees at White Sulphur Springs in Decem-
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ﬁ*‘!‘% ber, 1941, [was Paul ucheffer, a. correspondant for a German newsPaper 'who
,..31:3‘"

M . was slated to be returned to Germany. It is reported that on Hitler's

accession to power iy 193.51_cheffex was made Edltor- n-Chlef of‘ on,:‘":_;-.fff

et s 2. o

'the 1arger Ge;man newspapers‘} It was also said he had once been tried

T i

in Russia as a German spy and evieted from that country. was not

returned to Germany with the German diplomats from America but was interned
for a tine as a dangerous enemy alien, finally being released on ﬁa;ole in .

June, 1943. An officer of 0.5.8, was the authority for the statement that

was an employee of the 0.5.5, whose duties and activities were

known only to C..eral Donovan,

XAK Congressman lartin Dies, in a statement «w.mearing in the Congressionul

Record of Pebruary 1, 1943, asserted ‘chatLMMj} employed by 0.S.5,

83 a research analyst at n salary of $4,000 pe» - ar, had been an active

Connunist since 1930, w:.xs said to have worked for the Communist Inter-

nationale in lMoscow for several vears and to have contributed to the publi-

cations "The New Masses" and "The Daily Worker," the editorial policies of

L. ad
L]

which were said to be cortrolled by members of the organization known as

the Communist Party. ‘ Mins "Was finally removed from his position with 0,8.S.
in May, 1943,

XAL) A responsible intelligence officer of a friendly power stationed in

Lisbon in Janusry, L943, reported the unsuccessful attempt of 0.3.5, to

£ e e 1 a5 s,

operate as a "doublse ag;ent"lone Jan Charles .Alexandre Alexanm

Ty b,

lea de Fonseco, iwho is described ns a dangerous German agent. Despite the
awareness of 0,5.5, that ho was a dangerous person to use, the 0.5.S. pro-

posed in May, 1943, to the F.B.I. that he be brought to the U,S. und operated

o S o it e G a0 el ty whioh 0984I'\§;00:'11'2%)10:?2(_)008 5
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” countered in their dealings with him end the proposal was apparently made with

}"‘ knowledge of the impossibility of his being successfully used as an onerator.
”ﬂ#(ZKAM) In another case involving a "double agent", an 0.S.5. representative
' employed an Italian officor who was actually a German agent and who furnished

information to the Germans concerning the identity of a number of individuals

operating for the French and for the 0.5,3. in Italy.

( xAN) In June, 1944,4§é@ Ellan R. Rad§} an employse of the 0.5.S, at that

time, advised Dr. V. Palic, First Secretary of the Czechoslavakian Fm-
bassy, that 0.5.5, wus gi%ing a great deal of study to the Polish situation.
He promised he would keepadvised of dev‘elopments.

XAQ It has previously beon reported that affidavits can be secured
from reliable and prominent sources in Stockholm that all of the 0.S5.5.
personnel and activities are well known to the Swedish 8scret Police.

XAP In China it is generélly known that a tie-up has been made by 0.S.S.
with Chiang Kai Shek's own intelligence aund are intesrated with them as
they are with the British. |

(Eﬁg) There is evidence available that the French Secret Service, at the
invitation of General Donovan, is getting a foothold in the Vestern Hemig-
phere and it is also believed that Donovan is inviting Belgium officers to

become involved in this Hemisphere.

CONFIDENTINL
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APPEADIX 117
; ] 7] ) 0 o«
| Possible Postwaz_pses of the 0,5.5,
The present activities of the 0,5.5. are &3 followg:
1. Secret Intalllgence
a. Liaison with undergrounds, minority Eroups, and subver.
sive Eroups in varioys countrieg throughout the world,
b. EsPionage.
S. Intsrception (radio, telegraph, telephone, ate.),
d.  Dark chamber (oryptanalysis).
2 Secret Operationg
a. Sabotage,

b, Subversive activities,

C. Subversive Propagands,

. ; m

3. Resea{ph and Analzsls

4. Counterintelligonce . <,

- . . e )

5, Propaganda,_gggayozpropqganda and mlscellaqyous ucthltEEi ’z4é?7 1

Af'ter the War activitieg under ‘1 &, 2 a, b, S, cannot bhe engaged ﬁ/;}x
= ~ 2 G /

in by any denmacratic nation which seeks peace and has no aﬁbitions for
conquest,

By Presidentig) directive activitieg under lec and d are assign.
ed to agencies other than the 0.5.8. and a Presidential directive in
1942 specifically forbids the 0.5.8, to enter into these two fields,

The current 0.s.8. Research and Analysig orgenization covering
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APPENDIX III

Possible Postwar Uses of the 0.5.S.

The present activities of the 0.3,S. are as follows:

1. Secret Intelligence

a. Liaison with undergrounds, minority groups, and subver-
sive groups in various countries throughout the world.

. Lspionage.

S. Interception (radio, telegraph, telephone, e%c.).

d. Dark chamber (oryptunalysis).

2. Secret Operations

a. Sabotage.

b, Subversive activities.

C. Subversive propaganda.

3. Research and Analysis m

4. Counterintellipence .

5. Propaganda, counterpropaganda and miscellansous activities jﬁ N
After the war activities under 1 8, 2 &, b, ¢, cannot be engaged A/é)//‘! -

in by any democratic nation which seeks peace and has no aﬁbitions for
conquest.

By Presidential directive activities under 1l c and d are assign-
ed to agencies other than the 0.5.S. and a Presidential directive in
1942 specifically forbids the 0.5.8, to enter into these two fislds.

The current 0.S.S, Research and Analysis organization covering
item 3 is excellent but it secms doubtful that they will be able to

keep the high-level key men they now have who are engaged by the 0.5.S,

Declassified in Part - Sanitized Copy Approved for Release 2014/01/23 : CIA-RDP93B01194R001200140008-5
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for the duration only and who will probably wish to return to their
own business or profession., Furthermore, after the war, research and
analysis will fall into various cutegories and interests and should
follow the specimlization of State, Viur and Navy. Even if it were
possible for the 0.5.5. to retain this branch with its present out-
stending personnel, it is still believed that it should be placed
under some regular povernment sgency, preferably the State Departnent
which would probably.uso it more than any other,
It scems evident that, after the war, the activities under item 4,
Counterintelligence, would be the exclusive function of the agencies
who have always dono an excellent job in this field both in war and in
peace, namely, the F.B.I., the Army, and the Navy,
It is equally evident that uctivities under paregraph 5 are nat-
ural peacetime functions of the G{I, or the State Department, which
presumably and normally will assimilate this wartime agency.
This leaves only the activities under 1 b, Espionage, as the major
function which can be considered for the 0.85.5. with respect to survival /?\
in its present farm, However, this is not feasible because of the al- :f
most hopeless compromise of (.5.5. personnel and organization which makes

their use as a secret intelligence agency in the postwar world incon-

ceivahle.

- |
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